absolute
return

Protect your capital while earning
inflation-beating returns
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We aim to improve
people’s lives by being
Wealthsmiths™

introduction
A Wealthsmith™ is a person
who has a deep understanding
of the true definition of wealth
and knows how to create it and
maintain it over the long term.
To be a Wealthsmith™ is to be
patient, to act meticulously
and never to be hurried. It’s
having a shrewd mind, and an
understanding of what it takes to
make wealth and be able to give
more of it back.

As Wealthsmiths™ we are
committed to building
wealth for our clients over
the long term.
This means we are committed to
building legacies to embed the
right ethical climate, governance
systems and practices in our
business, and to transform our
business to be representative of
the communities around us.

We believe
everyone
deserves
to live their
best lives
possible.

we live also has to prosper. We
therefore make capital allocation
decisions on a responsible basis.
This is also referred to as impact
or responsible investing, where
we actively consider the
environment, social and corporate
governance elements of our own
investment choices.

A Wealthsmith also knows
inherently that wealth isn’t
only measured in rands
and cents.
It’s so much more than that. It’s
peace of mind for investors and
those who are entrusted to make
investment decisions on behalf
of others.

We take pride in our
responsibility towards society.
We contribute to economic
stability by making responsible
investment and business decisions
to the long-term benefit of all
our stakeholders. For our clients
to prosper, the society in which
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We believe that
there’s a time to
be bold and a time
to be cautious.
Knowing when
to be which is
what makes us
Wealthsmiths™.

The Sanlam
Investments single
manager absolute
return capability is
consciously cautious.
And when the
time is right,
strategically bold.
Our absolute return portfolios
target a range of inflation-plus
returns and aim to preserve capital
irrespective of market ups and
downs. They are most suitable
for clients who value:
• Long-term capital growth.
• An ability to beat inflation.
• Downside protection and who
define risk as loss of capital.
• More certain outcomes in the
form of less volatile and more
consistent returns.

Suited to retirement funds:

• Looking for long-term capital
growth and downside
capital protection.
• That have a lifestage option
for members approaching
retirement.
• Wanting consistent inflation-		
beating returns irrespective
of the business cycle.
• Who wish to take advantage of
investment opportunities across
all asset classes.
• Needing a more ‘stable’ or
‘conservative’ building block
alongside a more aggressive
portfolio – to reduce the 		
volatility of returns.
• Who wish to manage uncertainty
with our proven ability to
proactively preserve capital
with the strategic and tactical 		
use of derivatives.

absolute
return
portfolios
Suited to medical schemes,
municipalities, mining
rehabilitation funds and
other corporate entities
who specifically need to:

• Grow capital with limited
downside risk.
• Manage medium-term
liquidity requirements.
• Beat a defined inflation target.
• Protect capital and ‘lock-in’
performance when markets
are volatile.

Irrespective of where we are
in the business cycle, our
absolute return capability is
ideal for you if you need to:
• Beat inflation over a rolling
three-year period.
• Protect your capital over
rolling one-year periods.
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We design and blend
multi-asset class
portfolios based
on a deep
understanding
of long-term
growth goals.

Some portfolios have an
international component and
some focus on local investments
only. We identify ways to protect
capital from excessive risk
through underlying security
selection, managing exposure to
asset classes and their risk premia,
and appropriate use of derivatives
for downside protection.

1. We integrate a bottom-up
and top-down approach to
asset allocation.
We research and identify bottomup investment opportunities
within asset classes according to
our pragmatic value investment
philosophy. We then blend these
in multi-asset class portfolios
according to the client’s required
long-term return.

2. Our tactical asset
allocation techniques help
us leverage asset classspecific growth opportunities,
manage risk and generate
more consistent returns.
The asset class weightings are
tilted in favour of asset classes
that offer good valuations and
higher risk premia based on our
tactical asset allocation valuations
and techniques.

3. We proactively apply
derivative protection
strategies to reduce risk and
the volatility of returns.
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What sets us apart?

• We are a well-defined specialist
boutique with a dedicated 		
team and proven track record
of delivering on the dual 		
objective of achieving an
upside target over any rolling 		
three-year period and ensuring
capital protection on a rolling
12-month basis.
• We use capital protection
strategies for clients when 		
markets are uncertain. This
has served the dual function
of improving returns and 		
reducing risk.
• Our interests are aligned with
those of our clients, as we are
invested in the absolute return
fund range ourselves.

We are able to leverage:

• Our macro-economic 		
resources and views.
• Our significant research,
strategic asset allocation 		
guidelines, asset class and
derivative-specific investment
experience and fixed interest
and equity team investment 		
ideas.
• The views of our specialist and
focused absolute return team,
which we then integrate
into a cohesive whole using
our tactical asset allocation,
portfolio construction and
instrument selection techniques
to meet specific real return
objectives.		

an overview
of our
absolute
return
capability

When it comes to
investing, there’s often
the temptation to ride the
euphoria of speculation.

It’s why we resist it.
We carefully do our
homework, weigh up
the pros and cons, check,
re-check and analyse,
scrutinise and remove
emotion from each
and every investment
decision we make.

our
investment
strategy
We focus on absolute return performance and stability
rather than on peer performance

1. Capital growth

(stable and consistent performance)

2. Capital protection

(stability of capital and avoiding losses)

What is our investment
decision-making framework?
We follow a pragmatic value
investment philosophy:
• We believe that markets
are inefficient.
• We therefore base our 		
valuation on a belief in
the reversion to the
long-run average returns
on asset classes.
• We follow a practical 		
approach with reference
to historical events.		

A return above inflation over
an economic cycle (say three
years) plus 3%, 5% or 6%
A positive return over a
rolling 12-month period

Sources of return and the
principles we apply to
reduce risk:
• We take advantage of 		
opportunities for growth,
risk mitigation and
diversification across all asset
classes. A variety of financial
instruments may be used 		
including equities, nominal
bonds, inflation-linked
bonds, cash, listed property,
derivatives and foreign assets.
• We are cognisant of long-		
term strategic asset allocation,
which serves as a guide.
• We maintain a flexible and 		
dynamic approach to tactical 		
asset allocation.
• We use derivatives for 		
downside protection, which
has historically also helped
us generate compelling 		
absolute returns.

our research
& valuation
process
We use a bottom-up, fundamental
valuation-based instrument
selection process. The investment
process uses the Sanlam
Investments research base within
which analysts complete detailed
research on companies, securities,
investments and sectors that make
up the equity and fixed
interest markets.

The team leverages
off the Sanlam
Investments equity,
fixed income and asset
allocation research and
views, but implements
positions within a
focused absolute
return framework.

The capability follows
a dynamic, flexible approach
that is adaptive to market
conditions
The appropriate asset allocation
is central to achieving the real
return target.

Our use of derivatives
provides valuable
portfolio protection
The use of derivatives allows for
portfolios to remain flexible during
changing market conditions.
We use fundamental valuations
together with derivatives.
For the last five years we have
always had explicit equity downside
protection via derivatives in our
absolute return portfolios. The
magnitude varies depending on
valuations of equity and other
asset classes.
Our fixed income capability is
bespoke (though we leverage off
fixed income ideas). In addition we
leverage off the credit capability
within the broader Sanlam
Investments business.
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our decision-making
process in more detail
Equity

• The Model Portfolio Group
(MPG) rates all the large
capitalisation companies
(as well as more liquid smaller
capitalisation shares), with
a rating process.
• This then serves as a buy list.
• Decisions and debate about
this are based on bottom-up 		
research and analyst research.
• On a daily basis, an equity team
meeting is held where analysts
present their research and
report on news affecting 		
valuations, which is followed
by the Model Portfolio
Group (MPG).
• The core house view equity
capability reflects the views of
the MPG.
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Fixed interest

• The fixed interest team has a 		
formal meeting every day.
• They also have monthly strategy
meetings to share new 		
information and discuss,
debate and challenge the
current strategy.
• Furthermore, the Model Portfolio
Group (MPG) shares the credit
process for internal ratings
of issuers.
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Derivatives
When equities are perceived to
be expensive we will possibly
hedge more equities via the put
spreads, or even sell outright
equity exposure. Key factors that
we take into consideration when
we implement or roll a structure
will typically include:
• The bottom-up intrinsic value
of local equities.
• Volatility that affects pricing
of the structure.
• The return we require to meet
overall return hurdles.
• The risk profile of the portfolio
as a whole.

Asset allocation decision
The house asset allocation
positioning is decided by an
asset allocation model portfolio
group (MPG). The absolute return
team use this as a guide rather
than a strategic benchmark.

Tactical asset allocation

• The MPG is responsible for 		
tactical asset allocation.
The process involves 		
screening, fundamental
research and risk management
techniques to determine the
asset allocation view.
• The absolute return portfolios’
tactical asset allocation 		
decisions originate from
the single asset managers’
house view asset allocation
philosophy and process.
• Using this, the team aims to
add value by applying tactical
asset allocation based on
relative valuations of the
different asset classes. The
team base their analysis and
decision-making on very
long-term real-return
expectations from different 		
asset classes (both domestic 		
and foreign).

• Decisions are presented on a
monthly basis to a peer group
of senior portfolio managers
for review and debate. If an
asset class is considered to
be fairly valued, the tactical 		
asset allocation position would
be neutral relative to the
strategic asset allocation of the
fund concerned.
• This means, among other 		
things, that the team evaluates
asset classes in the context
of their relative value and
long-term risk premiums that 		
they have offered.
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investment
team members
Equity Platform
Equity Team
(House View)

Fixed Interest
Platform
In combination with the
Absolute Return team

SIM Asset
Allocation

A focused,
experienced team
applies Sanlam
Investments insights
to our absolute return
framework.

Gerhard Cruywagen
Fred White
Natasha Narsingh

Absolute
Return
Natasha Narsingh
Direction
from asset
allocation

Implementation
Erik Knoetze
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Daily meeting
& portfolio
evaluation

Prior to joining Sanlam Investments in
July 2007, Natasha was with Metropolitan
Asset Managers where she held various
positions including Resources Analyst,
Head of Resources/Mining and Portfolio
Manager of the Resources Unit Trust and
the Metropolitan Managed Fund.
She is an experienced investment
professional, having started her career
as a junior analyst with Greenwich Asset
Management in mid-1998. Natasha holds
a BSc (Chem) and a Masters in Business
Administration (MBA) degree.

Natasha Narsingh
Head of Absolute Returns
BSc (Chem), MBA

She completed her MBA degree in 1997,
taking top honours in Investments
and Portfolio Management, among
other awards.
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Sanlam Investments –
a shared platform that
enables us to meet
client-specific needs.

meeting
client-specific
needs
The Sanlam Investments business
incorporates the Sanlam Group’s
investment-related businesses,
ensuring that business practices
and performances are aligned
with the Group. The business is
diversified across a broad range of
specialist investment businesses.
Its areas of expertise include
conventional asset management,
alternative investment solutions,
collective investment schemes,
employee benefits, property
asset management, private client
investment management and
stock broking, multi-management,
structured products (including
guaranteed products) and private
equity funds.
Sanlam Investments has, over a
period of time, incorporated a
number of businesses that function
across the financial services value
chain. The result is a diverse range
of businesses which has enabled
us to develop a range of products
and solutions aimed at meeting the
needs of our increasingly diverse
client base.

16

www.sanlaminvestments.com | absolute return

With more than R780 billion
in assets under management,
Sanlam Investments is one of the
largest asset managers in South
Africa. Sanlam Investments offers
client-focused solutions based
on a comprehensive range of
investment portfolios, namely unit
trusts, life pooled portfolios and
segregated portfolios for thirdparty institutional and retail clients,
as well as the Sanlam Group. We
manage portfolios for retirement
funds, long-term insurers, shortterm insurers, medical schemes,
municipalities, university
endowment funds, charities,
mining rehabilitation funds,
trusts and offshore clients.
Portfolios are managed by
multi-specialist investment teams
who share a common research
platform and offer the following
capabilities: equities, fixed interest,
balanced funds, absolute return
funds and liability-driven funds.
These teams interact, share ideas
and engage in robust debate,
ensuring that the investment
ideas generated are a result of
the interaction of a variety of
investment professionals with rich
and diverse skills and backgrounds.
A key contributor to their
performance is having access to
a formidable and comprehensive
research base and systems, with
teams devoted to asset allocation,
macro-economic and equity
research. We believe investment
performance is the outcome of
many factors and that the team
has successfully combined all of
these to deliver strong performance
across the entire investment range.

key reasons
to choose
our absolute
return
capability
1. We follow a disciplined and proven investment
philosophy. We have an unwavering focus on risk
and returns.
2. We focus on where we believe we can add value
(asset allocation, fixed interest and derivatives).
3. We have proven our ability to use derivative
tools to enhance returns and provide explicit
downside protection.
4. We have a stable team with combined experience
of over 3 decades.
5. We can demonstrate stable and consistent returns.
6. Our drawdown history clearly indicates that
the absolute return capability is doing what it
promises for investors.
7. The team has achieved some of the highest
risk-adjusted returns in the industry.

leading
broad-based
financial services
group
Sanlam Emerging
Markets

Group Office

Sanlam Personal
Finance
SA Retail: life insurance,
investment & other
financial services

Emerging markets ex-SA:
life insurance, general
insurance, investments,
credit & banking

Sanlam
Investments

Sanlam Group

SA & developed markets:
investment management,
wealth management,
credit & structuring

Sanlam
Corporate
SA & EM corporate:
employee benefits,
health

Santam
General insurance
in SA & co-investor
in SEM general
insurance businesses
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United Kingdom

Ireland

Switzerland

USA

Equities Manager of the Year
2016

Equities

Manager
of the year

India
The Gambia

Philippines

Ghana

Uganda
Kenya
Rwanda
Burundi

Nigeria

Malaysia

Tanzania
Malawi
Zambia

R787 bn

Mozambique
Zimbabwe
Namibia
Botswana
Swaziland
Lesotho
South Africa

Australia

Sanlam is a leading
broad-based financial
services group
in South Africa

Sanlam is a leading broadbased financial services group
in South Africa. In nine decades
Sanlam has set benchmarks for
wealth creation, innovation and
empowerment in South Africa.
Sanlam has offices throughout
South Africa as well as business
interests elsewhere in Africa,
Europe, India, Malaysia, Australia
and the USA. The Group’s
international footprint
is illustrated above.
Sanlam provides financial
solutions to individual and
institutional clients. These
solutions include individual,
group and short-term insurance,

personal financial services such
as estate planning, trusts, home
and personal loans, savings and
linked products, investment, asset
management, property asset
management, stockbroking, risk
management and capital market
activities. Sanlam provides these
solutions to various segments of
the markets where it operates
and offers the solutions from a
number of mutually dependent
business entities in the Group.
From a life insurance company
established in 1918, Sanlam has
grown into a diversified one-stop
financial services group, offering
its clients a journey for life for
their financial needs.
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Sanlam Investments consists of the following authorised Financial Services Providers: Sanlam Investment
Management (Pty) Ltd (“SIM”), Sanlam Multi Manager International (Pty) Ltd (“SMMI”), Satrix Managers (RF)
(Pty) Ltd, Graviton Wealth Management (Pty) Ltd (“GWM”), Graviton Financial Partners (Pty) Ltd (“GFP”),
Radius Administrative Services (Pty) Ltd (“Radius”), Blue Ink Investments (Pty) Ltd (“Blue Ink”), Sanlam
Capital Markets (Pty) Ltd (“SCM”), Sanlam Private Wealth (Pty) Ltd (“SPW”) and Sanlam Employee Benefits
(Pty) Ltd (“SEB”), a division of Sanlam Life Insurance Limited; and has the following approved Management
Companies under the Collective Investment Schemes Control Act: Sanlam Collective Investments(RF)
(Pty) Ltd(“SCI”) and Satrix Managers (RF) (Pty) Ltd (“Satrix”). This publication is intended for information
purposes only and the information in it does not constitute financial advice as contemplated in terms of
the Financial Advisory and Intermediary Services Act. Although all reasonable steps have been taken to
ensure the information in this document is accurate, Sanlam Investments does not accept any responsibility
for any claim, damages, loss or expense, however it arises, out of or in connection with the information in
this document. Please note that past performances are not necessarily an accurate determination of future
performances and the performance of the fund depends on the underlying assets and variable market
factors. International investments or investments in foreign securities could be accompanied by additional
risks, such as potential constraints on liquidity and the repatriation of funds, macroeconomic risk, political
risk, foreign exchange risk, tax risk and settlement risk, as well as potential limitations on the availability of
market information. Independent professional financial advice should always be sought before making an
investment decision. The full details and basis of the awards are available from the Manager.

55 Willie van Schoor Avenue, Bellville 7530
Private Bag X8, Tyger Valley 7536, South Africa

T: +27 (0)21 950 2600
F: +27 (0)21 950 2126
institutional@sanlaminvestments.com

